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Abstract

This paper represents a backdrop from which to consider the development of
a planning and budgeting model for local education agencies. The first part
of the presentation describes the demands and external pressures which impact
resource allocation decisions in school districts. The ability of loral school
officials to link the cost consequences and iwplications of these policy aud
environmental pressures provide the rationale for designing the Local Planning
and Budgeting Model (LPEM). The second part examines in detail the strengths,
weaknesses and performance of two well-known, previous budget reforms, Planaing,
Programming and Budgeting System (PPBS) and Zero-Based Budgeting (ZBB); snd
summarizes the lessons to be learned from these prior attempts Lo rationalize
educational budgeting processes. The paper ends vith a skeletal overview of
the Local Planning and Budgeting Model's conceptual framework and the implica-
tions . rom part two for the development of a strategy for implementing the
LPBM in local school districts.
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INTRODUCTION

There have been numerous attempts tc develop new budgeting and
planning procedures in puklic enterprises including education. Each of
these attespts has had 2lements 0f success as well as failure. The
purpose of thea prasent paper is to examine the successss and failures of
previors rational budgeting apprcaches such as Program Planning and
Budgeting Systeas (PPBS) and Zero Bll.& Budgeting (ZBB), to explore how
theso models have been applied to the educational enterprise, and to
outline an alternative appioach to planning and budgeting that is
inforaed Dby these lessons of the past. This kind of exsamination will
provide a foundation <£roa which to consider how new and alternative
spprosches aight ha designed to take advantege of the successes while
avoiding the failures.

There sre three majov components to this paper. The first descrides
the rationale for the design of a local planning and budgeting model and
briefly discusses the orientstion and scope of the resesrch project.
The second employs a casa-sudy format to examine two wall-known
predecessors to the proposed model, Program Planning and Budgeting
Syatems (PPBS) and Zero Based Budgeting (ZBB), and concludes with the
lessons to be learned from these prior attespts to rationalizs
educational budgeting processes. The third section ia devoted ¢o
outlining an alternstive approach to the development and isplenentation
of what ws shall subsequently refer to aa the Local Planning and
Budgeting Nodel (or LPBN).



I. A RATIONALE FOR THE DESIGN OF A LOCAL PLANNING AND BUDGETING NODE.
A. Backgroupd

Legislatively mandated services, tax and expenditure limitations,
collective bargaining agreements, inflationary trends, and enrollment
decline all have serious implics*ions for decisiona regarding the
allocation of school district budgets among educational prograas, types
of children and different rescurces. The Education for All Handicapped
Childrena’ Act of 1973 (PL 94-142) and siamilar state legislation have
placed increased demands on local school districts for asrvice provision
without providing the funding necessary to carry out the mandate. Such
service nmandates have serious isplications for the ability of the local
educational agency to asintain programs for other student populations.
Thus, districts have to seek ways to use existing funds gmore
effectively. Sinilerly, the gensral trend toward tighter fiscal
circuastances offers significent challenges to local district decision
Rakers attempting to wmeaintatn the integrity of axisting e&ducetional

prograas.

Diatricts in aany parts of the country are facing ing . cant
enrollaent changes along with subatantial ahifts in the compo.ition of
Pupils according to educstionsl need. In seny urban districts the
decline in population has been accompanied by incressing proportions of
special need and. hence high cost pupils (e.g., educstionelly
disadvantaged or handicapped students). These declines nay ultiamstely
lead to consideration of school closings. Decisions regarding school
closings involve asssssaent of what appropriate school sizes should be,
what the costs of slternative configurations of schools night be, and
what the prospects for further change in enrollaent ara. The
@ssessaenta of appropriste schocl size must of necessity be linked to
curriculua policies and educaticnal goals since school size ultimately
sffects the composition and divarnity'of curriculum offeringa and has
potential effects on student participation in achool activities, student
ettitudes and even perhaps achievement. Noreover, in school districts



suffering declining enrollment, policies of dismissing the teschers w; .
lesat seniority first, result in an increase in the average age, and
hence cost of the teaching force. Declining enrolisenta are also
gensrally accoapanied by ot least some Jdecline in the level of atate
support provided to the local district.

Inflationary preasures in cosbination with _hLe growth of forsal
collective bargsining for teachers and other schocol esployees have
created edditional sourcea of upward pressure on the coats of school
district operation. Nost states nave legalized collective negot. itions
for public school teachers, and the majority of students in the U.S.
attend school districts where teschers and other school eaployees are
covered by foraal bargaining agreeaenta. Colleciive negotiations have
potsntial cost consequences through diract effecta on employee salary
schedules and fringe benefits. Noreover, they have both direct and
indirect effects op the flows of educational services through policies
ralated to class sizes, teacher assignaent, employese retenticn, and the
constraints imposed on allocative decisions via the increased rasource
costs.

While facing thase many challengas, locsl acnool districts are
being confronted by a decline in public confidence, newv deasnds for
efficiency end accouﬁtabilxty. increased intereat in public support for
Private schools, and increasing competition from private schools that in
Some areas are ettracting pupils sway from beleaguered public achool
systems. Such demands create increased pressures for introducing new
snd more attractive educational programs, for bolstering the quality of
existing prograss, and generally for trying to determine alternative
approsches to uaing funds mora effectively. All of these probless
and issues have significant isplicationa for local decision making
related to the allocation and utilization of school resources: that is,
curriculua policy, program priorities and offerings, patterns of
psrsonnel asasignment, and the need for and utilization of achool



facilitias. All involve coat consequences which affect the abilit,
local school diatricts to provide apecific services.

Unfortunately, existing accounting coanventions do not always
provide information appropriate to assessing the cost consequences and
service implicationa of policy and environmentsl chsnges. Historically,
there hes Dbeen little efiort to link budgetary and fiscal decisicn
naking proceises to decision saking regerding educational prograss and
curriculua policy. School iccounttng and Dbudgeting is generally
organized by line-item categories related to adminiatrative function
rether then according to categories relavant for decision making {e.g.,
by subatentive instructional program categories). Resources (e.g.,
teachers, sdminiatretors o. expenditures on supplies and saterials) are
rerely linked to the programs in which they are utilized. Account ing
procedures do not arovide accurate coat astimetes: depreciation costs
are rarely explicitly treated; certain categories of achool based
peracnnel auch ea principals, clericals, and consultants are allocated
to {nstructional rather than adainistrative accounts; and, teacher
fringe Denefits are included under aseparate eccountl'roflrred to eaa
“fixed charges™ slong with insurence costs.

There has Ddesen 1little aystonatic attempt to attach coats to
inatructionel progr;na or to deteraine the needa for adainistrative and
support aervices generated by the existence of these programs. In order
to appropriately cost out the introduction of new programs, it is
inportant to deal explicitly with the cost of the progras unit (e.g.,
the classroom) itself as well as to understand the patterns of
edainistrative and support services required to service such programs.
Present accounting frameworks do not consider costs by program but
rather according to overall resource categories with little reference to
progran other than in the most general feshion (e.g., elementary or
special education). HNorsover, there is no formal structure that links
adainistrative services to particular programs or collectionas of
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prograas. This preventa decision makers from understanding the full
cost and service implications relsted to the introduction, or for that
natter elinination, of inatructiomal programs.

School districts facing these decisions are going tc require
increasingly more sophisticsted and coaprel’wnsive planning toola to
asaist thea :n deteraining the coat consequences and {aplications fou
service dealivery of policy and environmentsl changes. Uhet is necessary
is & highly atructured, though flexible, planning model that will
enhance the ability of locsl decision mskers to observe the linkages
betwesn educaticnsl outcomes, program offerings, curriculua policy, the
patterns of resource sllocetion, end the coats of servicss.

The =xodel needs tc be besed on the programs and services provided
directly to the children being served with ayatesatic linksges to the
administrative and support requireaments of these prograns and services.
In order to make infcrasd judgessnts ebout budgets, local administrators
auat first knov vhat the slternative inveataents stretegies look like in
terns of the ingredients end their costs. Only then can they begin to
identify 4input/output relationabips for the purpose of asssssing the
effectiveness of the alternative strategies. It is desireble to 1link
budgetary decisicrs to progras and curriculua policy decisions. The
importance of this kind of planning model is that it has the potential
for improving economic decisions as vell as political judgesents by
setting out very systemstically the coat consaquences and service
isplications of varioua educational inveataent atrategies. The cost and
service trade-offs becoae immediately apparent to decision sskers.
Noreover, it would enable districts to develop systamatic long tera
plans for services, to project their future resource requirements, and
to link thess plans and projections to substantive decisions related to
educastional prograss and curriculua.
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B. Project_Objectives
This peper is designed to serve as a beckground piece for tne

inttiatisa of a research pruject directed toward the developaent of
local plenning and budgeting mcdels for educstionsl agencies. The
specific purposes of the research projact are as follows:

(1) to assess the deciaion meking needs of locsl public school

districta;

(2) to davelop & model of the decision mnaking process;

(3) to ascertain the typss of information gnd calculaticns

required to address locsl needs;

(4) to develop a simulation model consistent and coapatible with

the decision meking model; and

(3) to determine how best to implement such sn oversll planning

medel for local school districts.

The focus of the project will be to develop & structure for
orgenizing information on certain allocative decisions made bdy local
school districts and to design a decision making process compatible with
that structure. The inforsation structure wiil be designed to provide a
linkage between budgetary and fiacal decisions on the one hand and
educetional prograa end curriculua policies on the other. One of the
outcoaes of this project will be & sisulation nodel of budget allecation
for locel public school districts. The model will be designed to sasiat
local achool deciston sekers in projecting the cost and service
isplicstions of particulasr policy and environmental chsnges. The acde!l
will persit cost projectiona for slternative policies end will be
decision oriented. Our ultimate purpose will be to select particular
deciaion oriented problems, bDresk them down into feasible alternative
atrategies, atipulate the types of resources that would be required or
that could be relinquished to implement each slternative, and ae.timate
the cost and service i{mplicetions of each alternstive by appropriastely
attaching costs to esch of the resources.

11



Figure 1 is & diagram of the kind of model we will be trying to
forsalize as part of this pro-ect. The deciaion aeking processes yield
policies on programs and curriculum and on the assignment and
utilizetion of personnel and non-personnel resources. Legislative or
adainistrative aendates represent an external force affecting both
prograss and rescurce utilization. The resource utilization policies
translote into resource costs and thase costs coabine with program and
curricular policies 4in the planning nodel. Diatrict enrollaent
patterna (total and composition) are deterained exogenously to the
r.del and become input into the planning model. Cutcoaes of the model
include programmatic offerings, configurations of fecilities, resource
needs, and budgets.

This project will go beyond aimply the development of & siaulation
nodel. It will also be directed toward the development of a deciaion
saking process wvhich is compatible with the informational structure
underlying the simulation model. In order for the simulatinn model to
be decision oriented, it is necessary that it be integratud with a
specific decision making process. It is anticipated that this deciaion
asking process vill be specified ss & series of cosaittees esch with
designated reaponsidilities in aeking judgeaents sbout curriculua
policy, progras and service delivery, and budget allocation. One of the
objectives in the deaign of the models will be to develep explicit
linkages between budgetsry decisiona and curriculua or progrea policies.

12



Figuze 1
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The decision making and simulation models developed as part of this
project will be designed to address a wide range of substantive policy
issues confronted by local district oificials. The models will be
aesigned to asaiat diatricts in planning by projecting rasource
requireaents both curreantly and in the future. The models will allow
deciasion nakers to trace the effects of changes in total enrollaents,
enrollaent compoeition with respect to educational needs, eschool size,
legislative or adainistrative mandates for services, and atate and
federsl bDudget cutbacks on total and per pupil progras costs, total
and per pupil resource (input) requirements, and the coaposition of
progrem and curricular offerings. Furthersore, the model will provide a
decision nmaking process by which local achool officials can reassess
their buvdget allocation decisions 4in relation to these changes in
econoric and demographic variables, will hopefully provide a basis for
asseasing the effects of auch changes on prograas and progrem "quality.”
It is intended that the processas by which resource allocstion and
curricular policy decisions are wade will facilitate and stimulate
(although not require) the desire and need for prograi evaluation in

relation to phyaical and doller resources.

Ve Dhelieve Fhat the orientation described above and the
asethodology, which will be introduced in a later sectica of this paper,
represent & unique approach to educational resource allocation. The
full extent of this approach would uot have been possidble prior to the
computer era. Howaver, this is not the first atteapt to introduce
refora to educational budgeting through the introduction of rational
processaes. Thua, prior to eabarking on the types of project describad
abcve, we turn to prior at.eapts to introduce rationality into
educational budgeting processes in an attesmpt to inform the development
and iaplementation of a Local Planaing and Budgeting Model (LPBN).

14



II. PR1OR RATIONAL BUDGETARY REFORN MODELS

A. Introduction

Allen Schick has identified three successive stages of budget
reform. (Schick 1967, 30). The first, dating roughly fros 1920-1935,
epphasized the development of an adequate syatem of expenditure
control. To d{improve efficiency and provide a way of handling
expenditures in federal agencies, the Budget and Accounting Act of 1921
was passed, While planning and msnagement concerns were not ignored,
the highest priority of this era was the development of “s reliable
syatem of expenditure accounts” (Schick, 1966). The result was an
instrument which specified the objects for which expeadituras are made.

This is typically referred to as a "line item" budget.

The second stage was associated with the New Daal of the 1930s.
With the broadening of government responsibilities came a shift from
the control orientation to one of management orientation. With controls
in place, budgeting was freed from “some of ita watchdog chores.”™ The
expanaion of objects that wvere itemized created the need for ceatral
management of the “incohesive sprawl of adainistrative agencius.™ The
budget became # means for appraissl and improvement of adainistrative
performance and techniques of wOrk measurement were davelopead. In
keeping with this refors movesent, the Hoover Comaissior in 1949,
recommended 8 reclassification of the federal budget. Enphsais was
placed on the functions or activitiea supported by an expenditure as
the baais for the budget. The Coamiasion labeled this refors,

“performance budgeting,” to reflect its management orientation.

The third phase of budget reform, according to Schick, waa the
emergence of the Planning and Programaing Budget Syatea (PPBS). Writing
early in the development atages of PPBS, he saw the full emergence of
this phase in place only after the institutionalization of PPBS. With

e healthy, growing economy 4in the 1960s, many sanageaent probleaa

10



focused on the choice of potential new prograas. Thua, planning ba.u.a
an important function for allocating abundant resources. PPBS, with its
need for additional staff, esployment of more technical analyais of
coat benefits and expanded conceptualization of the budget procesgs,
reflects the political and economic well baing of the country.

Although Schick’s analysis ends with the third phase, refcra
continued. Increased demands for accountability in the late 1960s and
early 19708 led to the development of such nanageaent avsteass ag
Program Evaluation Review Technique (PERT), NManagement by Objectives
(NBO), Social Indicators (SI) and Management Information Systea (NIS).
Nore recently, the declining economy coupled with increasing
competition for scarce resources spawned the popularity of the Zero

Base Budgeting coacept (ZBB).

Vith each of those reforas or managerial innovations, the pctential
benefits were exagjerated and implementation offered as s psnacea for
many institutional or program-centered problesms (Haeder, 403). This
often lead to disillusionaent when drastic change or immediate
iaprovemente were not seen. In addition, over fifty years of budgeting
tradition has set routines and habits which are difficult for potential
refors measures to overcome. This reaiatence is set in what Schick

refers to as a “Budgetocrscy” (Schick 1971, 193).

The inability to overcome this resistance has led to the downfall
of many of the innovations mentioned abovse. It is difficult to posit
complete failure or auccess of any of these innovations. Those
implemented at the Federal level, such az PPBS and 2BB, attract sore
attention and when phased out there is s tesptation to labdel the
attempt a failure. Yot the reasidue ieft by each may be moat indicative
of their benefitas. For example, PPBS was officially discarded by the
federal Office of Nanagement & Budget in 1371, yet the planning

function which was a central feature of the aystem resains an integral

11
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facet of most exiating budgeting proceases.

At the gsame time, implementation alone is not a sufficient
criterion for succeas. In many casea, the system uas put in place by
top officials, while those at the operative level con:inued to follow
Previous routines. Inforaation reporting aystems were put 4n place and
shifts in the power structure, to the extent necessary to secure
compliance with sandates for implemacntation, were observed in many
governmental agencies (Wildavsky 1966, 302). As with isplementing any
change, the acceptance of the innovation by those at the operative
level ia imperative to success. However, new procedures alvays face
probleas because of the inertia and the vested interesta that exist in
past policies (Wildavaky 1973, 355-6).

The arguments made by proponents and critics of earlier aanagerial
or budgetary innovation provides a wealth of information froa which to
eabark on the development of yet another systea. As Wildavaky positas,
to ignore history is to increease sources of error while decressing the
chances of correcting aistakes. “Doing without history is a 1little
like abolishing memory - momentarily convenient, perhaps - but
ultimately embarrassing,” (Wildavaky 1973, 38). The legacy of the
conceptual, political, logistical and practical strengths and
wesknesses of earlier aystema is especially important in informing the
design of a new model for school district budgeting and planning.

3ince the proposed model is an allocative decision saking process,
the review of previous systeas will be limited to PPBS and 2ZBB. Both
methods relate planning and programs to the budgeting process: eech rcse
in popularity within pudblic sector institutions; each has been
implemsnted in local school districts; and each is a product of a
unique political end fiscal milieu. This is not to 4iaply that the
characteristics of other reforas are ignored. NBO was perceived a:

rore of a personnel and accountability tool than & DbHudgeting
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aethodology: PERT was viewed as being limited to planning
performance budgeting and is dated ip applicability. Other models have
not received the acceptance necessary to have a asufficient literature

develop about theam.

B. Planping Programsing & Budgeting Systes
1. QOverview

When Robert S. MNcNamars became Secretary of Defense in 1961, he
stated that the development of “essential management touls needed to
aske sound decisions on the really crucial issuves of national
aecurity,™ waa his nmost isportant problem (NcNamara 1968, 8ar.
KcNamara brought several individusia from the RAND Corporation with hinm
to the Department of Defense (DoD). The aignificance of this lies 1in
the fact that RAND had completed a special atudy of resource allocation
decisions 4in the DoD in the late 1950a. The result of thia astudy,
attributed to econoaist David Novick arnd Charlea Hitch, waa a ayaten
for linking planning to budgeting. NcNesara initiated the aystem (by
then known as Plrnning Programming and Budgeting Systea or PPBS) in the

DoD.

Inpressed with the performance of PPBS in Defense, President
Johnson announced ;n Auguat, 1965 thet this revolutionary budgeting
syatem would ba applied to all federal agencies. The President’s
action ignited a masaive reforam movement that would touch all levels of
governsent in the country (Lee & Johnsen 1977, 3%4). The Internatiocnal
City Managers’ Association, the lUnited States Conference of Mayors and
the National Governors’ Council advocated the implementation of PPBS.
In 1966, the Ford Foundation funded the State-Local Finance Project
wvhich selected fiva cities, counties and astates as demonstration
centers for the systea. Parts of PPBS found their vay into tha privste

sector as wall.

13
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As in state and local governaents, prograa budgeting in educaticn
generally followed and was influenced by practices in the federal
government (Knezevich 1973, 22). It was not uncommon in the nid-60a
for PPBS to be one of the "stringa™ attached to fede-al support to
achoola. Probably the most widely publicized effort at iaplementing PPBS
in the public schools occurred in Dade County, Florida, in 1968.
Operating with a sizable federal grant, and in conjuanction with the
Research Corporation of The Association of School Buainess Otficials,
Dade County iaplemented the concepts and techniquea of PPBS. This
provided a stiaulus for diasemination throughout the nation’s achoola
(Knezevich 1973, 23). By the early 1970s, districts such as Chicago,
New York, MNemphis, Sacramento, Las Vegas and Los Angsles had reviaed
their budgeting procedures to include what each definsd as PPBS in

-education.
Vildavsky (1973) notesa:

In the 1900’s PPBS spread with smazing rapidity ... to
aany American cities and statea, governaenta abroad and
international agencies. Clearly from the stendpoint of
effort and publiicity, PPBS is the nmajor Dbudgetary
phenomenon of our tise. Hence it needs and dsaerves
attention” (wildavaky 1973, 27%).

Yat, with all the effort and publicity, history shows that PPBS
did not live up to the potential touted by its early proponenta. Poat
aorteas appeared with regularity. In June, 1971, the Office of
Management and Budget quietly pronounced PPBS dead at the fedaral
level, By the end of the 1960s it was hard to identify any PPBS
systeas at the state and local level. (Lea & Johnson 1977, 102). In
1970, prograssaed budgeting aystems in Cslifornia and New York State

were abandoned.
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In educetion, the trend is best exeaplified by the course of
avents in California. In 1966, the legislature estadblished a citizens’
commission to facilitate the installation of PPBS in the state’s 1,056
school districts. By 1972, the legialature made a 180 degree turn and
abandoned PPBS at a cost of several million dollars (Kirat 1973, 9$53%).
Thus the general feeling bf the early 1970s wvas that PPRS was an
interesting but unsuccessful experiment (Lee & Johnson 1977, 108). It
would be inviting to axaaine only the reasons for its demise, yet it ias
important that its strengths and contributions not be overlooked.
Prior to this eanalysis, however, &8 brief description of how PPBS was
applied to education will be presented.

2. Deacription
Nany different things were done in the »rame of PPBS in the

eaucation aector (Lee & Johnson 1977, 79). Knezevich defines PPBS in
education as a decisjion system designed to improve resource allocation
decisions when a achool district is faced with competing objectives and
linited resources (Knezevich 1973, 10).

PPBS includeas seven aajor alements. First, the achool diastrict
nust identify and clearly define its mission, goals and objectives, i.a.
its deaired outcogps. Then & set of alternative approaches for
achieving these outcomes is specified. Step one 4is the planning
element., step twvo the programming eleament. Theae lead to the budgeting
step where the prograss are translated into fiscal and non-fiscal
requiraments. This includes planned expenditures and propcsed revenus
sources for & program, not only for a aingle budget cycle but for a
sulti-year period. Step four involves analyzing esch alternative
approach to determine the cost-effectivness of each. It is then
posaible to select the best combination of progrsms to deteraine the
optimur course of action for the district. At this point, the
aurnative evaluation process begins. Each progras is reviewed and an

essessnent is made of the degree to which the deaired outcomes Jere

13

[ %)
O



achieved. The final step usea these evrluative program reports to feed

back into the ayatem, thus beginning a naw cycle.

By its nature, PPBS {s a top-down decision making aystesm. At the
federal and state level, additional and apecialized ataff were necessary
to implement the plan. This was true for aseveral educational
inatitutions aa well. Yet in many caases, school districts rolied on
existing staff to put the ayatem in placea. Being top-down, manageasent
had %o be completely convinced of its value, as well as supportive in
allocating sufficient resourcas to facilitate asucceass. Given its
complexity and high level resource needs, what were the strengths or
potential  Dbenefita of PPBS that cauvaed it to be one of the nmost
pogular, yet ill-fated budget reforms in history?

3. Strengths

From its Dbeginning PPBS was an atteapt to link plaanning to the
budgeting proceasa. It was believed that budgeting could be improved by
incorporating features of planning. Budgeting was limited in viaion to
the short run; planning provided the long-term perapective. In short,
planning would bring the rationality of the overall perspective to
budgeting and replace the haphazard reaults which characterized the
existing ayatems (Wildevsky 1975, 255). To the extent that the
inplementation of PPBS initiated & planning focus, the system aust ba

considered a valuable innovation.

PPBS is a means for strengthening the institution’s capability to
do long-range planning. Nany, 4if not all, of the decisionas of
allocating raesources will have future implications and consequently
imply future commitmenta (Hatry & Cotton 1967, 19) Thus, a single year
is too short a period for arriving at optimum deciaiona. In PPBS, the
future implications of actions taken nmust be explicitly defined
(Knazavich 1973, 33). Adding this multi-year facet to budgeting becomes

an isportant outcome of the process. While PPBS may not be evident in
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inatitutions today, 1long range planning in the form of naulti-yea.
outlines of objectives and needs have become a coamon part of the

managerial process.

The accountability moveaent of the 1970a helped the :ise of PPBS
acroas the country. The public began placing unprecedented demands on
education. Public eschool adsinistrators and boarda of education felt
imnenae pressure to delineate outcomes, asaign respuusibility .r
achieving them and assess whether organizational goala or objectives
ware being attained. PPBS waa viewed as a panacea for relieving these

pressures.

The focus of accountability is on outcomes, and PPBS stresaes a
aimilar perspective. PPBS streases performance and achievemant of
objectives. For this reesson it was seen as part of an overall
accountability aystem and a means fcr bringing greater accountability

into the operation of educational systems (Knezevich 1973, 59).

It has been said that the cornerstone of PPBS is the identification
and analysis of alternative meens for zttaining desired outcomea (Hatry
& Cotton 1967, 25). By making an adainistrator aware of the full range
of available options, PPBS prouvides a linkage to a rstional decision
maki .3 model (Allison 1971), Irreapective of whether the institution
operates in a PPBS mode, most administrators hope to consider the
poesible impact of alternctive coursea of action prior to making 8
rational decision. Aa David Novick, one of the picneers of PPBS st
RAND, said the name of the game in PPBS is alternativea. Thue, the
structural design of the system insures that asn administrator evaluate
aeveral options for which strategies, goals and costs have been

spacifiad,

PPBS is an outcose oriented management aystem. As sauch, it

requires the determination of where o go, prior to defining how to gst
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there, In the procesa much of the dcubt that exists in conventic.al
budgeting systead concerning the juatification of inputs ia removed.
Since programs are directly linked to outcomed, the apecification of
activities and resources into a prograaatic structure clearly allows

inputs to 2@ tracked to outcomes.

As sentioned earlier, PPBS is a product of its time. When the
nation’s economy was healthy and growth waa takan for granted, aany of
the agenciea of the government faced deciasions on how to best spend
their new funds. 1t was not a matter of whether to fund project A or
project B, but of aelecting the best approach for funding projecta A and
B. PPBS was the tool for conceiving, developing and coating the new
projects (DeWoolfson 1981, 393). It helped governmental agencias cope
with growth,

The benefits of PPBS presented here are those which might result if
fully implemented. Examples of such situations wers rare. It may have
been difficult to argue with the conceptual framework nf PPBS, yet as
will be shown balow, the discrepancy between concept and reality was
great. Success was rare. Wildavaky states unequivocebly, "PPBS haa
failed averyvhere and at all times.” <(Wildavaky 1975, 363). Yet from
ita popularity and its rapid spread throughout the country, its impact
cannot be repudiataed, Quite posaibly its greatest impact ia Dbest
decribed dy Allen Schick:;

...PPBS's main accomplishment thus fsr has been to
raise the level of expectation far above what it was a
few Years ago. The prevailing standard of ‘good enough‘ has
been redefined, as budget participants have been exposed to
PPBS’s criticiss of the established order and its criteris
for public choice. (Schick 1971, 116).
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4. Weaknesses

After ten yeara, the existence of a comprehensiva PPBS system 1in
an inatitution was rare. The literature became filled with the
arguments of skeptics, critics and out-right opponents of PPBS (See
Vildavaky 1975: Schick 1971; Kirat 1973; Wildaveky 1970; Vanderbilt
1977; Freeaan 1978). The focus cf these attackas was directly related
to the persrective from which the author viewed the situation; for
example, political sacientists claimed that PPBS vas politically naive
and thus infeasaible. The variety of ressons given for the failure of
the asystea nakes ferreting out the most salient problems difficult.
Schick points cut three problems that existed in atteapting to assess
the true value of PPRS: (1) the lack of fully implesented aysteas, (2)
difficulty 4in amonitoring aciion in all the localities in fifty states,
and (3) the problea in diacerning the difference between public clsias
of using the asystea and the true operative proceas which affected
diacusaions (Schick 1971, 87-89). Thes« problema indicate some of the

inherent weaknessea of a PPBRS syster.

Qne of the weaknesses that is difficult to overcome raste in the
coats associasted with implementing such a systes. These costs include
not only & sulstantial financial cosmitment, bdut also an extraordinary
anount of personnel time. Schick reported in his study of PPBS that
many directora involved in impleasnting the syates statewide felt it
would take five or more years to fully put in plsce (Schick 1971, 8&7).
Although additional ataff wes generally added to meet the increased
work required, regular staff mesbers were forced to prepsre all the
necessary dccum=nts in additior to their regular responsibilities.
Conaequently, <. deadlines approsched for submission of budgets, the
analysis and plenning thought to be an integral dimension of PPBS were
pushed saide in favor of regular submission regquiresents. (Schick 1971,
115,

The time and <€inancial effort required was far sore than nmany

expected. When planning and analyaia were added to budgeting, the time
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needed for these dimensiona naturally increased. Because of the uni ,.u
foras and astructure of PMBS, current dats ayatema were generally unable
to provide its needs (Venderbilt 1977, 542). This led Wildavsky to
conclude that PUBS was “tremendously {nefficient™ becsuse the “inputa

were huge and ita policy output ia tiny.™ (Wildavsky 1970, 469).

While funding necessary to implement a PPBS system varied with
thes institution, it has been suggested “hat a alnimum budget dedicated
t» PPBS for the first year would be about 820,000. (Knezevich 1973,
263). For achool diatricts with 25,000 studenta or =more, a nmore
realistic figure aight have been 573,000 annually for consultants,
personnel, organization, training, materials and space (Knezevich 1973,
263).

The additional staff required provided a new layer in the
bureaucracy which was often found to be cumbersose. Thia layer was
largely coaprised of snalystsa, who bacsme spokesaen for PPBS in the
institution and campaigned for it (Schick 1971, 98). Since their
efforts required changing the behavior of those sttached to the old
methods of budgeting, they were perceived as outasiders with
questionable nmotives. This sepearation tended to protect the
traditionsl nmethods aince the “PPB’era” wers isolated froa the
budget officers (Schick 1971, 99).

The new layer was located close to the top of the administrative
heirarchy. While budgeting is & poiitical procesa, characterized by
negotiation and comproaise, PPBS contained an extreme centralizing bias.
Wildavaky posita that a nmore useful tool for increasing the povwer of
the chief administrators to contrn] decisions would be hard to f£ind
(wildavaky 1975, 328). While some may argue that this may not be a
veakness but, in fact, & atrength of the syatem, Kirst points out thst
such 8 centralizing feature waa instrumental in the fall of PPBS in
California, (Kirst 1973, 356). By centralizing decision making in the
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hands of analysts, somae important political values were traspied. I
the mid-1970a, the public deaired a diffusion of power not greater

centralization.

Proponents of PPBS extoll the virtues of incorporating Pplenning
and goal setring into thLe budget process. Yet, there ara those who see
this as a fundamental weaknesa and one which restricta ita ec.aptance.
when objectives are specified, it is implied that they are clear, known
and quantifiable. Yet, many public policy agencims and educational
institutions are faced with uncleer goala and technologies. Probleas
are inevitable in assessing effectiveness and efficiency measuress
(Vanderbilt 1977, 543). Also, it would be extreasly difficult to
obtain complete agreesment of such goals, even 1f it were possidble to
delineate thea (Freeman 1978, 39). Knezevich, a proponent of PPBS in

sducation, adaite:

PPBS ia less likaely to work effectively when goal
conflict abounds. It =may Dhelp sharpen the issues
surrounding the conflict, but it cannot define objectives
with a high degree of precision in asuch aitustions.....If
the organization or inatitution is difficult to progras, the
aystea cannot work (Knezevich 1973, 278-9).

In Kirat’s inaightful discussion of the PPBS eaxperience in the
achocl diatricts of California, he pointa out that the requirement to
specify the objectives automatically brought controveray (Kirst 1379,
$37). For example, Hillsborough (California) Schools spent two Yesrs
forsulating their PPBS goals. For the primary sathematics progras
alone, 58 goals were identified to be attained by the second grade
(Xirat 1975, 358). Segments frcm across the state fought to have their
goala accepted, changing PPBS from a technical issue to a velue issue.
value conflict elicits the mobilizution of political coalitions. In
California, the increasing opposition to FPPBS forced the State Board to
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back down on atatewide ixplementation deapite the millions of dollaras in

sunken costs for training, consultants and pilot prograass.

Incorporating planning into the budgeting process also creates
conflict Detween role incumbents. Planners are apendera and natural
snanies of those who want to control expendituren. (Wildavaky 1973,
258). By naking budgeting a form of planning, plannera gain control of
the budget which upseta the traditionsl lLi.frastructure of the
organization. Bndgeting is sufficiently demanding, politically
senaitive and complex in its own right. The addition of planning and
analysis addas additional pressures which will uitimately cause tha

system tc fall under its own weight.

Another weaknesa pointed out earlier in this paper and on which
there seems to be little disagreement, is that PPBS is an extraamsly
complex ayates. One of the nation’a foremoat educational economists,
Jesse Burkhead, reacted to the proposed PPBS model in California by

saying:

The striking characteristic about all of these PPBS systeas
is their unbeliasvable compiexity, the attention to detail
and their costliness... (Burkhead 1973, 201).

3. Failure
According o Wildavsky, the reason for failure of PPBS is ita

coaplexity. In ahort, "no one knows how to do progras budgeting”
(Wildavaky 1975, 359). The najor focus of PPBS is to devalop better
policies, and no innovetion will be able to do this on its own. The
literature seema to adequately deacribe what PPBS should be 1iike, but
lackas descriptiona of how to do it. Adding to its complexity 1i1a the
requiresent for PPBS apecialiats, responsible for implementing the
ayatenm. For the wmejority of individuals in an institution. PPBS
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demands abilities which are beyond their capabilities.

The weaknesses menticned above which are inherent to PPBS nmake
implementstion difficult st beat. Yat additional liabilities 4in the
ayster axisted. Firat was tha pProblea of trunafer. The attention PPBS
received after being iaplemented in “ne DoD caused meny to juap on the
bandwagon. This occured first in other federai agencius, then spread
to the state and locsl leveisa., However, there are some f{fundamentsl
differences that exiat between agencies and ievels of government which
reatrict tranafer of the aystem. In some cases, changes were made in
the fora of PPBS. Yet, the rodified versiona were often incoapatible
with the oxisting structure and nesture of the organization or

inatitution.

The level cf succeas achieved by PPBS in the DoD was aided by the
nature of the Department and their experience in asnaiysis and planning.
This was not the casa in mcat other agsncies go that the translation
of the aystem was complicated (Lee & Johneon 1977, 93). In addition to
the experience and infrastructure conaiderations, the aveilabilty of
talent in atate and local governmental agencies wes far more limited.
(Lee & Johnaon 1977, 100). Where these assets vers weak or aissing, it
took nmore than good intention to make an impact on the budgeting
procass (Schick 1977, 559).

In education, this tranafer probles was especislly acute. PPBS was
originally developed f{for federal defense probleas. The difference
between these and public educationsal concerns vers vasi. In addition,
the program structure of FPBS may not have coincided with the existing
organizational structure of schools. That is, programs waere not
equivalent to departaents. Thus, respcnaibility for programs in PPBS
ves not clear in schoole. It would seer safe to asaume that many of
the probleaa that existed with PPBS in educational inatitutions could

be attributed to a baaic insppropriateness for education in the bsaic

23

28



design.

Sacond, the new men 0of power (IPBS'ers) were insensitive to
traditions, 4instituticnal loyalties and personal relationships (Schick
1977, S62). As a result, traditions continued to control budgeting,
while PPBRS stood on the outside - ™a fashionable but peripheral feature
of administration™ (Schick 1971, 103).

Imnplementation strategiea are paramount to the success of any
innovation. PPBS, like any other management tool, cannot work without
a commitment, without resources and without a conducive environmecnt
(Xnezevich 1973, 279). Comaitment must be generuted £rom the top level
of adainiatration. Unfortunately for PPBS, the inability to understand
the 8ystem caused the interest of many leadera to wax and wane,
spelling an end to the aystea. PPBS failed in some cases. because the
leaderanip underestimated the changes required or found the resocurce
requirements of the aystem untenable and thua invested only =aild
support and leadership to the endeavor (Lee & Johnaon 1977, 104; Schick
1977, 562).

The costs desacribad above gave one indication of the resources
required. Included in this, and critical to succe- :ful implementation,
wag the training 'provided for underatanding and perforaing the
activities involved in PPBS. The ayatem would not work where staff
meabara were poorly prepared to meet ita challenges (Xnezevich 1973,
275). However, the complexity of the syatea place! demands on training
which atrsined even the .o0at effectivea progrsma (Schick 1971, 101). 1In
many cases training was expected to succeed where PPBS itsalf had fatiled
(Schick 1971, 101). Also, in the desire to iaplement the systes in a
short period of time, nmany atteapta at PPBS faced unrealistic time

conatrainta causing the training dimenaion to be =minimized.

In ahort, while weaknesaes in Concept and operationalization may



have been sufficient to prevent the succeas of PPBS, cieariy there werw
significant other factors leading to failure. Shortcomings in
implementation such as lack of surport <from top administrators,
inadequate resources, unpreperad staif and unrealistic time lines were
probably sufficient to seal its doom irrespective of ita prims facie

perits.

C. Zero-Base Budgeting

- it e v e ol Gar i

1. Qverview

The aost popular budgeting reform of the 19708 was Zero-Base
Budgeting. Aa the nation’s econoay began its downward cycle, tha
confluence of declining resources and increasing demands seriously
strained the effectiveneas of all governaent agencies. In order to
maintain a seablance of rational decision amaking in times of
uncertsinty, government officials were eager L0 {ind an innovation that

ayabolized rationality and increased effectiveness and efficiancy.

In 1970, a staff control manager at Texaa Initrulontl, Peter
Pyhrr, published an article in the Harvard Business Reviev on the new
“systematic and formalized™ method of budgeting used in that company
(Phyrr,1970). Governor Jimmy Carter saw the article and asked Phyrr to
iaplement 2ZBB in ihe state of Georgia in 1971. From tha Georgia
experience, ZBB apread to Texas and New Jersey as well ss to seversl
nunicipalitiea. Governor Carter became President Carter and the systea

became & mandate for all federal agencies.

Yoet, foraulating budgets froam the "ground up™ is not & new concept.
The tera zerc base was coined in 1924 by E. Hilton Young, who argued
that reaponsible bdudget managers should justify their expenditures <£rom
zero (Conners 1978, 250). While not applying the ZBB acronys, Verne
Lewis described such & perspective for budgeting in 1952 (Lewis 19352).
Probably the <£firat attempt at implementing the zero base concept

25



occurred in the early 1960s in the Department of Agriculture. in
April of 1962, that Department’s Office of Budget and Finsncs ralagesd
inatructiona for preparing 1964 agency eatimates which began, "A new
concept has been adopted for the 1964 agency estimates; namely, that of
zero-base budgeting™ (Wildaveky 1975, 271). The Departaent of
Agriculture’a attempt was widely regarded aa & failure (Wildaveky
1979b, 207). The current version of ZBB can not be Judged a0
definit! rely. For example, at their annual meeting in October, 1977,
the Aassociation of School Business 0fficials pessed the following

resolution;

‘The (Association) believes Zero-Bsae Budgeting is an
effective and rather easily underastood management tcol for
planning and controlling the expenditure of funda, ....The
Association believes that it s a tool that should be
conaidered by all school syatems in planning annuel
budgets.” (Blias 1978, 3).

In addition, by 1979, 13 state governments and numerous local units had
experimented with the aystea (Worthley and Ludwin 1979, 2). Despite
the criticisma leveled againat it and the relatively few auccessful
experiences with it, 2ZBB, unlike PPBS, has resiated relegatioun to the

atatus of a “museus éieca.“

2. Description

The description of ZBB presented here is generic in nature, as
experience haus ashown that no single definition or description ia
appropriate (Worthley and Ludwin 1979, 3. Even ZBB pioneer, Peter
Phyrr, warned that the aystem was not 8 series of fixed procedures but
a proceas which suat Dbe adspted to the specific needs of each

organization (Phyrr 1977d, 2).

The {first atep in ZBB ia the identitfication of "deciaion wunitas.”
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Decision wunits are the lowest-level entities for which budgets aie
preparea iiayior 1377, DJ. These units are ususily based on existing
organizational atructure or traditional budget units but must have an
identifisble manager with suthority to eatabliah prioritiea within the
unit.

Once the decision units have been identified, the next atep is the
formulation of “decision packages™ by the decision unit manageras. Each
package is & written document containing the information needed to
compare the decision units. Thia ususlly includes a statement of
objectives, a deacription of the activities, slternative wvays for
accomplishing the objectivea, the conaequences of not perforaing the
activity, the costs and benefits of the sctivity and naessurss of
workload and perforasance. Varicua ievels of funding for the assne
activity are separated into incremental deciaion packagea, ona for aeach
lavel. The result of this astep ia a tremendous flow of inforaation and

paperwork.

The ¢third step in the proceas requires the ranking of the decision
packages. Each =msnager ranks in order of priority all decision
packages for which he is reaponaible. These rankings are then
submitted to a higher authority who will consolidate the rankings <£from
several subordinatesa 4into & single ranked list. This process is
repeated up the heirarchy in the organization. Once the final ranking
is made by the person(s) at the top of the organization, those packages
that can be funded with the avsilable money are included in the
organi-ation‘s formal Ludget.

Tha term *zaero-base” comes froa the practice of requiring the
above aentioned process each Year for all programs, including those
pravioucly funded. Thua in concept, ZBB is & resource sllocation tool
and an information gsthering ayatenm. It is a bottom up process whare

goals and objectivea emerge from the operational levels of the
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organization to infors top managesent how activities relate to each

other (Hentachke 1978, 242).

ZBB was developed aa & business model and as such assumea that low
priority packagea are expendable. If a program or activity fell below
the f£inal cut off line it aimply was not funded. Thisa concept has
limited application to governaental agenciea or school systema where
various programs and services are not under control of managesent. The
output or products of the schools, as well as tha complex
interrelationshipe of education prograaa, required apecific
modifications to be made (Bliss 1978,2). In assassing the perforamance
of ZBB in atate governments, Schick reported that "not a single atate
budget system wouid warrant designation as using zero-base budgetin3™
(Schick 1979, 27). One of the first changes was the abandonaent of the
annual zero-basse reviewa (Draper 1981, 78). The nuaber of decision
packages and the time and effort required to develop thea sade this
foature of ZBB iapractical in aoat organizations. From experiences in
educational inatitutions, Hentachke concludes that, in addition to
abandoning annual zero-base review of deciaion packages, nost
institutiona have eliminated or modified the ranking process and have
eliminated the deteraination of minimum lavels of effort for each
package (Hentsachke 1978, 243).

Pyhrr argues that the adaptability of the system is one of its
atrengths (Pyhrr 1976), while Hammond and Knott contend that people only
have positive attitudes toward ZBB because theay are not really uaing it.
(Hammond and Knott 1980, 72). Nevertheless, <ZBB haa been a popular,
widely used management tool. Unlike PPBS, which history has had ample
time to analyze and judge, ZBB is too recant an innovation on which to
psss judgment. Yaet the literature does contain aaple accounts and
assessnents of 2ZBB by practitionera and acadeaics. Thia body of
litersture is the baaig for the following discussiona of ZBB’s

strengths and weaknesses.
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3. Strengths

ZBB did not become a popular management process siaply because a
aouthern governor who became President of the United States liked it.
In fact, such an aasociation aight have been a liability in 1light of
Preaident Carter’as fall from popularity. Association with and the
support of the President will bring attention to an innovation, but
when implemented outside of the federal bureaucracy, 4 new aystea muat

ba able to astand on its meritas.

The most frequently cited benefit of ZBB ia the gensrstion of
better and more in-depth information about the activitiea of the
organization (Hentachke 1978; Noore 1980: Draper 1981). As a “bottom-
up” procesa, goals and objectives are daveloped at the operational
level and in moving up the heirsrchy, educste upper-level usnagement of
the interrelationship of activities within the organization (Hentschke
1978, 242). This incorporetes the virtues of participatory manegement
into the budgeting process. As Draper says, ZBB reaches the "untapped
reservoir® in budgeting. In so doing, ZBB crestss the congruence
between those responsidble for developing the budget and those
responsible for delivery (Sarafield 1977, 38).

Unlike PPBS, 2ZBB does not attempt to alter the program atructurs
currently used in an institution. Decision unita can be anything the
institution chooses. There 18 no need to tamper with the infra-
structure while 4implementing change in the Dbudgeting process.
Conceptuslly ZBB ia not divorced fros the budgeting process and sepsrate
staff 1is not required as in many other budget innovations (Schick
1978). Consequently, 2BB has presented <fever problems (n
iaplesentation than many of its predeceassors (Draper 1981, 79).

Another Dbenefit of 2ZBB, as touted %y proponents, is the

preparation of alternative funding levela as a formsl requirement i{n
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the budget process (Draper 1981, 78). This structure avoids the
necessity of renegotiating the entire budget should the funding picture
change, as well as providing an alternative to across-the-board
reductiona. Requiring alternative funding levels forces everyone
involved 4in the proceas to think in consequential ternmas. In other
words, it mandates that anaweras to a seriea of “what {f?" queations be

found (Lee & Johnsaon, 119).

Villiam Sarafield posits thet there is probably nothing better
than a discusaion of total dismantlement of a program to discover its
true value. As Phyrr developed it, and as the nanme implies, the
“ground-up”™ approach is inherent in ZBB. Unfortunately, this can not
be considered one of the syatea’s aaaata. In reality, the tise, coat
and complexity of a zero-base review of every program each year led to
the first major alteration mede to ZBB when implemented (Hayward 1977,
13).

Other facets of ZBB have received a8 nmixed review in the
literature. Some claim the system has rationally cut budgeta and has
reallocated resources froam lower to higher priority areas (Taylor 1977:
Connors 1978; Phyrr 1977b; Moore 1980). Others have argued that (t has
done juat the opposite (Draper 1981; Ninmier & Heramsason 1977: Hamaond &
Knott 1980; Schick 197°- Wildavaky 1979b).

In summary, there seems tno be agreement on several strengths of
ZBB. It provides the asatructure for genersting more and better
information within the institution, it creates a ::ra link between the
budgeting =nd operational levels, forces the insti-ution to focus on
consequencead, and enhancea “participatory management” within the
organization,. Whethar these strengths, the political fortunes of a
southern governor, or as Schick claims, the appropriateness for the
tines led to the epread and utilization of ZBB is unclear. Probably all
of these factors have had some impact, 2ZBB was right for the existing
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econoric times. wWhen fiscal ftrugality is parsamount, 1if nothing else,
ZBB focuses the thinking of individuals to align with this thruat
(Draper 1981, 76-77).

4. Weaknegses

The ZBB process incorporates several features that are qui‘e
difficult to operationalize. By incorporating performance aedsures in
the formation of decision packagea, tha problems inherent in evaluation
and appropriate meaaurement become tied to the budgeting procesas
(Hammond & Knott 1980, 18-21). Questions of preference for
effectiveneas, efficiency, extensivenass or equity are continually
raised, with answers or preferences being relative to an individual
asnager. Aa such the ranking process, which is so crucial to the

system, becomes difficult if not impossible.

Perforamance xeasurea are quantitative, and when theae are not
available or a-e difficult to acquire, the syatem requires managers to
create indirect or proxy indicstors. Quite naturally, the nmore
indirect these indicatora, the greater thy need for caution i(n
interpreting the results they provide (Hamsond & Knott 1980, 20).
Ancther potential prodblem that has been discovered when indirect
measures are created is the use of the most favorable indicators in the
daclsion packages ‘uhile ignoring all othera. When decisidns and
evaluations of a decision package are made on these indirect o= proxy
indicastors, amanagers tend to orient the behavior of their organization
toward looking good on the proxy aeasures instead of wheat theae
indicetors are intended to measure (Hammond & Knott 1980, 20).

The importance of performance meassures is heightened when a 2ZBB
institution turns to ranking decision packages. Performance measures
provide the basis for the rankings. The difficulties, weaknesses and
uncertainties in developing perforsance measures become incorporeted in

the ranking procesa and combine with the mere logisticas of ranking
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nunerous decision packages to hobble the process. For exasaple, in
Georgia the State Health Agency alone generated over 2,100 deciaion
Packages to be ranked within the agency, as well as with all of the
other packagea from other state agencies (Minmier & Heramsnson 1977,
76). Top officlals were forced to rank the packages from the Health
Agency, Highway Patrol, Budget Bureau, etc.: all with diverse goals,

activities and performance measurea.

The final ranking also provides a "cut-off™ point for programs or
activities which receive funding. However, in the Georgia experience,
vhen the available funding turned out to be leasa than originally
anticipated, instead of raising the cut-off point, alaost all
departments had to resubmit new rankings based on the lower funding
level (Minimier & Hermanson 1977, 88). This indicates that budgeting
is the preceas of allocationa, not of aetting priorities (Hammond 1980,
53). From these experiences, Georgia officials made Rajor
mnodifications in the use of performance measures and in the ranking
proceas. Having previously abandonead annual zero base reviewa of all

programs, the question becomes were they really using 2BB?

Another weakneas of ZBB is that it requires substantial time, funds
and papervork. ZBB pioneer, Phyrr, adaits, “to be sure, ZBRB usually
involves amore managers and takea more Ranagement time than traditional
budget procedurea.” The extent of the time and enormous flow of
paperwork led Conners to posit that education expenditures might not ba
reduced by ZBB becsuae of the additional adainistrative time (Conner,
et al 1978, 259). Steps can be taken to reduce this burden but

probless similar to those discussed above are likely to occur.

One of the moat diatinctive elements of 2ZBB is the identification
of minimal levels of effort for each decision packsge, yet ¢this has
becose one of its weaknesaes in operation. The ainisum level s that

funding Jlevel below which it is not feasible tc continue the prograns



(Hammond & Knott 1980, 33.. Presumably, this i1s the essence of ZBB.
Yet, experience ha3 shown that this ainimum level tenda to Dbe aset
sibitrarily at some percentage of the current level of funding (Draper
1981, 77: Wildavsky 1979b, 209). Moore, in an analysis of ZBB in U.S.
cities, found most minimus funding levala set between 75-90% of present
funding: Schick found only 1 of 25 atates employing the 2ZBB methodology
v38 actually uasing the classic ‘definition of minimun level. The resaon
saemed to0 be the extreme time limitations and difficulty in
conceptualizing what a ainisum level is (Hamaond & Knott 1980, 35-40).

Other weaknesses of ZBB which must be noted include the tendency
for a parochial perapective to become evident within the budget when (it
is built from the ground up (Draper 1981, 79). Also, ZBB was s product
of the private sector ani transposing the framework to public agencies
and inatitutionsa resulted in modificationa which have changed the true
nature of Z8B as practiced (Conner, et al 1978, 256). The business
model 1s based on the assumption that low priority packages are
expendable;: in the public sector and more apecifically, {n education,
this is moat often not possible. Prograns nust go on and servicea aust
be provided, often as a result of mandate, Dut also aince pudblic
programa tend to exist becaume of political conatituencies. Daspite
being able to reduce apending after implementing ZBB, Norton, Illinoias
achool officials modified their process becsuse "it did not addresa
their needs--some things have to be provided™ {(Hymes 1982, 19). In
short ZBRB askesa the unrealistic assuaption that deciasion makers have

the capacity to elisinate progranms (Lee & Johnaon 1977, 119},

3. Why ZB8B Hes Not Gained Widespread Acceptance

After 1its death at c¢he federal level in 1971, hardly a trace of
PPBS remains. The sase ia not true for ZBB. Deapite Preaident
Carter‘a defeat in 1980 and the demise of ZBB at the federal level,
isplementation of the aystea continuad to eppear (e.g. in the South

Dakota Division of Elementary and Secondary Education in f£iacal vyesar
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1980.» Yet it would be difficult to aay that 2ZBB has become the norm
in budgeting in the United Stateas. Thia last section loocks at several

posaible reasons for this.

With over 10 years of experience with ZBB, when all is said and
done, very little haa changed (Hammond & Knott 1980, 2). The first ZBB
federsl budget (in 1979) produced fewer reductions than any previous
19708 budget: =most programs were funded at or above the previous level
(Schick 1978). Nodificetions were required so ZBB was not really being
used anyway. The budget process seems to be impermeabla and 2BB did
not change the way budgeting occurred (Draper 1981, 77; Wildavsky 1979,
208).,

Furthermore, 2ZBB suffers <froa its name. Since ZBB has coma to
symbolize fiscal acarcity and budget reductions, the very ruaor of
implesentation can elicit a defensive reaction within the inatitution.
Reacting to the ZBB “message’, lower level managers tend to develop
coping devices to protect their interests (Noore 1980, 2%56). In many
cases, aanagers are motivated to raise the 3ainimal level and to
overstate the effects of discontinuing operation of the prcgrams. In
short, the ver: nase zero-base budgeting f£rightens budgeters and

program managers (Draper 1981, 77).

Like PPBS, 2ZBB experienced implementstion problems caused by
exaggerated claima made by high-level administratora (Sarafield 1977,
"39). "“Overselling” ias associated with many innovations in an attempt to
maximize the probability of change within an institutiorn. When ZBB
failed to deliver on the proaises of its proponents, lower level
decision makers became cynical and skeptical. Probably the major reason
why ZBB was not the panacea promised waas that it was sold asa & cosat-
cutting mechanias (Draper 1981, 80). ZBB is a short term budget tool
and many of the portions of any budget are uncontrollable. In addition,

ZBB is only a process and processes do not cut budgets. As Schick
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notes, "growth in budgets is more sensitive tc financial conditions and
political attitudea than to budgetary procedurea.” Further, in
education, implementaticn of ZBB haa been reatricted by its heavy
eaphasis on analysis. The paucity of analytical skills and expertise in
the field of education precludes its large acale acceptance (Bliss
1978.33). Thus, despite any benafits that might have masterialized, the
fate of 2ZBB (and most budge® reforma) tended to be predestined ¢to

failure.

Even though the promises of ZBB advocates are not being fulfilled,
many “usera™ remain positive about ZBB becsuse they are not doing it
(Hammond & Knott 1980, 72). The trend has been to move away from ZBB by
modifying the minimsum levela and ranking process and eliainating the
annual zero base reviaw. For example, officlals at Stanford Univeraity
do not conaider ZBB a failure even though {t wvas used in a "textbook™
fora for only four yaars. According to the Director of Managament and
Financial Planning, Frank Ratts, having completed the ZBB process, the
Univeraity did not deea it necessary %o continue tha extensive annusl
reviews (Rattis 1983), While it is generally eaay to find those who will
talk of ZBB benefits, it is difficult to find ZBB in practice.

In summary, ZBB rests on a model of rationality that has appeal to
managers end officials at nearly every level. Yot it seeas to iapose
logistical conditions on the budgeting proceas that are saeldom met.
{Hammond & Knott 1980, 93).

D. The Lessons to be Learned

Le
Innovation in pelicy =asking or dsecision =aaking procedurxes ia
difficult at best. Th.s 4ia especially true in budgeting where
organjizational inertis, the politicized nature of resource allocation
and the complexity of the vast range of alternative {nvestment

strategiea favosr repeating next year what was done this year. One need



only look at tha history ot budget reform to find that change is near!y

iaperceptible. Allen Schick best expresses this when he points out,

Small changea are achieved through large efforts; each wave
of reform leaves its modest legacy and prepares the way for

future improvements (Schick 1971, 192).

He further notea that this difficult future facing a posasible reform is
irrespective of any subatantive merits inherent in the change. smplied
in Schick’s remarks is the notion that, while appearing inexorable,
budget innovation is posaible. Clearly, however, in deaigning a model
for local plenning and budgeting, it isa extresely important to
completely understand existing budgeting processes and to learn froam
previous budget reform experiences. The examination of PPRS and ZBB,

the two most racent reform attempts, servea well in providing those

lessonas.

Nuch of the difficulty that & proposed budgeting model will face
can be attributed to organizationsl gnertia and the tradition embodied
in its existing budgeting process. The "budgetocracy™ becomes set in
ita waeys, routines become habita and individuala become vested in
current operating procedurses. In past reform efforts, proponents have
atteapted to overcose this resiatance by making exaggerated proaises
and portraying the innovation as a panscea for & wide range of {lls.
Both PPBS and ZBB fell short in meeting the unrealistic expectations
they generated and consequently fell victi. %o increased skepticisa
within the organizstion as to their potential. In developing and
izplementing a proposed budget refora, a fine line between selling and
overselling the aystem must be drawn within an environment resistant to

change.
ZBB has its origin in private industry, PPBS began in a large

federal agency. Having achieved some success, their popularity grew
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and their use spread to all levels of the public sector. However, not
only are the federal, satate and local levels of government unique but
the inatitutions and agaencies which comprise each lavel are
idioayncratic. As a consequence, each reform had to be subatantially
nodified to achieve “a fit" with the orqanization. In some cases, the
modifications were alight: .. others, the conceptual framevork was
comproniased to force a fit. The result in either case, was to eaploy
the reform in name only, jeopsard!zing the nature of the innovation and

its potential benefits.

This wvas eapecislly true for ZBB and PPBS as spplied to educational
institutions. The atrongest similarity between achools and other
governmental agencies ia their public sector Dbase. Differences in
infrastructure, goals and delivery systems remove any assurance that

reforas appropriste at one level will apply at any other.

Ancvther 1lesson iaplied in the budget refora literature is the
importance of aimplicity and corprehensibility of ‘the innovation.
Aaron Wildavsky .rgued that while PPBS had meny shortcoaings, the
fundamentsl resson for its dzmise was thst no cne knew how to do
progras bdudgeting. ¥hile the same accusstion was not explicitly
leveled against 2ZBB, the complexity of the procedures, thas aeaaoteric
nature of the terainology, the potential for overwhelaing paperwvork and
the inapplicable nature of several of the key concepts oppose
acceptability.

The budget has become a vital component of the political, economic
and bureaucratic processes of all public sector institutiona. It haeas
acquired & variety of functions and users. Schick argues that the
budocet can be a control inatrusent, a mansgement tool and/or a planning
device. Depending on the political or economic milieu, one of these
functions tends to predomiante (Schick 1971,4). He further atates,
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Every budget reform alters the uses to which the budget 1is
put, and it 4ia these uses that =:e¢ moat gersane to the
succeas or failure of the reform, the way it is iaplemented,
and the attitudea of those involved in the day-to-day
conduct of budgeti.ay. (Schick 1971, 3).

PPBS accentuated the planning function; ZBB became & managesent
tool under the guise of a control instrument. Acceptance of any
innovation is basmed on the extent to which these functions are in
concert with the existing political and economic environaent.
Conaequently, any budgeting =model aust be aenaitive to the crucial
issue of balance among the functiona of the budget and tha political

and ecoiomic milieu in which the budget must exist and adapt.

While PPBS and 2ZBB wvere praised for bringing apecification of
alternativeas and congsequantisl thinking to budgeting, goal
specification and oljective definitiona of the measures of performance
to tha aystea -aused theae afforts to stutter. Controveray arcse and
these reforas were rejected. Incremental thinking 1in budgeting
raintains enduring power and may be gsacrosanct in educational
organizations which are characterized by conflicting goals and unclear
technologies. Budget refora efforts must not =.lign these important
characteristics of budgeting. The increaental approach reducas
conflict sand is consequantly appesling to budget makers. A viable
educational planning and budgeting model at the local level should not

atteapt to divorce itself from incrementalisam.

Regardleas of the subatantive merits of any raeform, atteapts ¢to
change existing budgeting procesgea in local achool dir ricta face a
difficult future. Budgeting is not a risk-taking procesds (Schick 1971,
193). This caveat becomes especislly salient when fiacsl uncertainty
and eccnomic crisis are the cperational nornm. Yet, by considering the

strengthas and weaknesses of previous reform efforts and by gsining an
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understanding for existing budget processes and local eanvironments, the

desiyn of the yroposed muuel can avoiu many of these obstacles to

budyeting innuvat..n.
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II1I. THE BASIS FOR DEVELOPING A LOCAL PLANNING AND BULGETING NODEL

A. An Overview of the Resource Cost Model

The purpose of this section ia to provide an overview of a
conceptual framework designed to integrate considerations of
adequacy/equity/efficiancy into 8 resource-cost-base rationale for
systems of achool finance, planning and budgeting. There has been
considerable work done on the development of this kind of resource-cost-
based approach for state school finance and planning and ia best
representad by the Resource Cost Model (RCM). Kakalik (1972, 1977) and
Hartsan (1979, 1981) independently eamployed a similay framework to
estinate the cost of special education sarvices in order to assess the
cost of implementing P.L. 94-142. Chaabers and Hartman (1981) have
analyzed the RCM as a possible tool for funding and demonatrated its use
for special education funding. Chambers and Perrish (1982) considerably
expanded the conceptual foundation underlying this modal snd impleaented
it in the state of Illinoils as & proposed funding base for the state

achool finance foraula.

With the succeas of the RCN as s vieble approach for costing out
programs at the gtate and federal level, it seemed resacnable to examine
the feasibility of adapting this kind of approsch to local planning and
budgeting, It is with this in mind that we present an overview of the
technical and deciaion making componenta of the RCX in the fora as
developed by Chambers and Parrish and to outline aome of the issues that
need to be addressed in adapting the approach to the needs of local

decision making.

KBuch detail is excluded from this brief cverview as its purpose is
aiaply to skatch a general outline of the Resource Coat Nodel approach
to educationsl rescurce allocation. The presentation ias kept general in
nature to provide a conceptual approach applicable to both the state and

local levels of wducational governance. While this model haa been
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considerably refined at the state level, this paper ia written as a
point of departure for the aore coaplete development of this model at
the local level. The last section of thia paper outlinea gsome of the
issues and questiond surrounding the consideration of how this approsch
might be tied to the needs and characteristica of local achool
districts, and eapecically how the developament of & local planning model
should be inforsmed by past attempts to bring rationality to achool
district deciaion making,

Easentially, the FRCN is an “ingredients” approach to coating out
educational prograaa. Thia requirea the listing of a unifora set ot

asppropriate for each of these programs, and the Costing oui of these
resources to deteraine program costs. On the baais of these
standardized cost data and the number of pupils enrolled in easch
educational progras, ovaerall costs of education can be deterained and

broken down by the categories desired.

Figure 2 begins with a list of the educational funding categories
to be recognized. In Step 2a, an appropriste number of educational
resources, i.e. teachersa, administratora, supplies and materials, etc.,
is identified for each of these prograas. On the basis of thesae
sssignments and enrollment data by progrem (Step 2b), standardized
quantities of resources for the unit of observation can then be
calculated (Step 3a). The multiplicstion of these quantities by the
prices for each resource (Step 3b) reaults in an educational coat figure

for each unit of observation (Step 4.
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FIGURE 2
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This overview of the technical steps of the =model, Ahowever,
disguises much potential coaplexity inherent to the model. For exasple,
procedures »auat be developed to produce the large nuaber of aubjective
and politically aenaitive judgments this model requires. The nmodel
begins with a “list oi educatiocnal funding categories to be recognized”
(Step 1) and then calls for the sasignment of an “appropriate nuaber of
educational resourcea™ to each (Step 2a). The prograas that should
comprise this liat and the levela of resources appropriate to sach are
the very essence of the equity, adequacy and efficiency iesues which
confront educational planners and budgetera. Thus, the RCN is much more
than a saimple technical tool for the derivation of educational costs.
The RCM must include a proceas for eatablishing standerds regarding what
educational programs should be receiving support and what that level of

support should be.

Thus, this process linke equity, adequacy and efficiency
conaiderations. Vertical equity considerations require distinctiona in
resource levels according to educational need, while adequacy ia
concerned with deteraining the coabination of educational resources
which will beat serve the overall goals and objectives in the provision
of public educational services. Both of these standsrda ausc¢ be
explicitly resolved in the requirements sat out by Steps 1 and 2a above.
In thia context, efficiency takes on the same cornotation as adequacy.
How can the available educational resources be allocated in a aanner

that will maximize overall educational gosls and objectives?

Thus, the RCM is really a process for reaching some explicit
rescolution of these atandarda. Furthermore, since educational goals and
objectivea are not static, this process must be agynaamic. Just. aa the
Rany processes that (iaplicitly define adegquacy and equity atandards
conatantly evolve, the concept of evolving educational coata is

incorporated into the design uf the model.
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Prior to a brief deacription of the RCE proceasa, it is important to
clarify that the term Reaocurce Coat Model alao haa a third dimension.
Beyond the technical steps shown in Figure 2 and the procedursl steps
that will be illustrated below, the RCN ia a computer simulation model.
Thus, all of the mechanical stepa implied in Figure 2, e.g. resource
matrices (Step 2a) multiplied by enrollmenta (Step 2b) equals resource
quantities (Step 38), are performed by the RCM computer aimulation
nodel . The RCN computer program is the primary tool of this
asthodology. It asdds considerably to the power of the RCM process.
Beyond the computational functions that would overwhelm this concept if
it were not computerized, the relative speed and facility that thiae
program adds to these calculations allow the saimulation of various
resource allocation strategies which makea final resolution possible.
That 4is, it is the near-inmediate feedback of the coat implications of
alternative apecificationa for Stepa 1 and 2a above that allows their
fine-tuning and adjustaent toward a balance that is "appropriate™ both
in terms 0f what pPrograams require and in terms of what is affordable.

The iterative dimension that this model brings to the RCM procesa
is best conveyed by progressing to the process itseif. The process for

making the apecifications implied in Steps 1 and 2a of Figure 2 i
depicted in Figure 3.
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FIGURE 3
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Program Category Committees are formed for the distinctly
recognized educatinnal categoriea, e.g. regular eleaentary, sepecial
education, etc. Meabership on these committeea must incorporate
requirements of program expartise, ranging from curriculum to equipment
costa, with tha political requirement to include a fairly broad
constituency. These coamittees derive the initial liat of prograas and
resource configurations. A eaingle representative from esch of the
educational program categories ia appointed to serve on the RCH
Comnittee. Prior to meeting with this larger committee, howaver, these
representatives convene as the Prograa Review Panel for ean initial
avaluation and standardization of the full set of prograss.

The RCN Committee generally has a representation extanding beyond
the intereata of the immediate schooling entity. A broader perspective
may be brought to this coasittee through representatives £roa the
legislative and executive branches of government at the state level, or
of board meabera, parents, studentsa or oth2r community members at tha
local level. These constituencies represant the more general concerns
of governaent which must balance the resource needs of education againat
all other public services or the broader perapectivas of the achooling
community Dbeyond those exclusively involved in the provision of

educational gervices.

In the last step of this process, <ha proposed specifications and
cost data derived Dby the RCM comaittee moves through to the f£inal
decision aaking authority. At the atate level, this will be the State

Board and the Legislature. At the local level, this final authority
ultimately rests with the School Board.

At each level of involvement, evaluation, negotiation and
bargaining characterize the proceaa. Each of the procedural levels

shown in Figure 2 are conducted within the context of implied

conatrainta. The overall constraint of the level of state or district
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resources available for aducation can pot be avoided at Lavels 1 or 2,
because it aust ultimately be confronted at levels 3 and 4. Qther
levels of constraints are intrs-program and inter-prograa category
conatraints, which are aade self-evident in these competitive processes
through the realizetion, given finite resources, that educational
resources aasigned to Prograr A or Program Category A reduce the
remaining pool of resourcea available to Progrsm B or Prograa Category
B.

In addition, at levels two through four the negotistion processes
may be informed by cost dats and verious cost simulations from the RCHN
rosputer program. These linkages are represented by the broken lines in

Figure 3.

Figure 4 is a schematic of the RCMN computer progrsa. The four sets
of inputs are shown in line one of this diagran. Lines two and thres
indicate the outputa of the model. The reasonableneas of the cost data
produced by the model is entirely dependent on the data fed in. wWhat ia
specified in line one produces the simulation results of lines two and
three. Through auccessive passes and analyses of these outputs, an
sppropriate 1list of programs and appropriate resources can be derived
for the first two aegs of boxes in line one.

In summary, the RCN approach to the costing out of educational
programs hae farther reaching i{splicationa than mers cost analyses. The
processes and procedures of this methodology incorporste the standards
of adequacy, equity and efficiency in very specific terms. The inhersnt
dynamic and political orientation of thess asubjective allocative
decisions ias incorporated into the aodel deaign. The result is an
estimate of what programs ahould cost as subjectively deterained by a

crosa-section of educators and policy makers.
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FIGURE 4
RCM COMPUTER PROGRAM SCHEMATIC

(1) | Set of Program Enrollments Average Resource Price
Specifications by Progran Prices Ad justments
\/ (State Level Model)
(2) Resource Quantities by Resource Prices
Unit of Observation /
(3 Overall Costs of Education




B. PReconciling the Local Plannipg and Pudgeting Model Design With the
Failures of the Past

The <£inal s8section of this paper will provide a apringboard from
wvhich to embark on the adaptation of the Resource Cost Model methodelogy
into the deaign and implementation of a Locsl Planning and Budgeting
Model. How should this model be developed in lijht of the experiences
vith previous rational models in education as deacribed in this paper?
Specifically, how may the lessons of the psat be linked with this
proposal for the future? This section will teske th.ee approaches to the
conaideration of this question. Firat, how docea the LPBM differ f£rom
prior attempts at budget reform in education? Second, to what extent
does the LPBM methodology butld on the observed strengths of these prior
efforts? Third, in light of past experiences, in what areas dces the
LPBY appear to be potentially vulnerable in ita baasic design and what
are the implications of these potential weaknessea for implesentation
atrategy? Thus, _he essence of this paper is contained in this section
in that prior to the final design of the LPBN, we attempt to avoid the
ultinmate embarrcssment that Wildavaky notes can be expected when hiastory

is ignored.

to Educstional Budgeting and Planningl

The greatest shortcoming of the models cited in this paper for the
education sector is probably the inappropriateness of their basic deaign
for education. As previously mentioned, 2ZBB originated in the private
sector and PPBS began in a large federul agency. In both inatances,
because these amcdels aseemed appropriate and successful in the
environments of their origin, it was assumed that they could be applied
across & wide range of organizational settings. tach reforn spread to

ita level of inappropriatenesas.

As both models proaised incressed rationslity and greater
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efficiency, Public sector agencies which are commonly perceived to e
lacking in these characteristics, were extremely vulnerable to these
vavea of reform. Because these agenciea are generally believed to be
ineificient by their very nsture, queations were seldom asked aa to how
these new concepts could be useful in thia sector. To allow thea to
interact with these nodels waa believed to undermine and corrupt their
refora potun*ial. Thus, these types of reform were often imposed froa
above. Because they are not well suited to the ecducational production
process, with its unclear technology and conflicting goals, these
processes were generally force-fit into educational settings or only
given asuperficial asupport, i.e. only enough to meet the letter of
mandates, or not enough to make them viable. As noted above, while the
appesrance of ZBB or PPBS was often maintained, below the surface the

traditional approaches were most often continuing uninterrupted.

It is contenaded that this basic flaw caused many of the sysptoms of
failure which characterize the involveament of PPBS and 2ZBB in the
educational sector. Thus, although there is a considerable history of
atteapts to rationalize educstional budgeting and planning, the LPBN
representa the first atteampt to design such a rational process

excluasively for the public education aector.

Why is this educational orientation so importsnt? Both 2ZBB and
PPBS enmbocy tha basic tenets of rational decision making theory. The
componenta o0f this process include the careful elucidation of apecific
cbjectivea: aspecification of a series of alternatives for meeting these
cbjectives: evaluation of the various alternatives on the basis of their
coats and effects; and, finally, arrival &t s vslue-maximizing choice.
In the cagse of a achcol district, the above stepa are followed using a
ZBB or @& PPBS type methodology and the ulternative is selected whose
consequences rank higheat in teras of ita objectives. The nature of
this approach strikes an immediste baasic tension in the educational

sectoer, however. Jesse Burkhead describes the existing incongruency:
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(Jesse Burkhead, "Economics Againat Sducation,” Teachers Collegqe Record

75, no.2(Deceaber 1973): 195.)

Apart from the data problems, there sare also some
conceptual difficultiea in the microeconomic dnalysis of
education. In the eatimation of production functions in the
private sector, it is assumed that 8 factory =anager, for
exampla, has reasonably good knowledge of the marginal
productivity of the factors that he utilizes, and thus he is
able to optimize factor combinations to maximize profit.
But in eleamentary and secondary education there ia no resason
to asaume that a school principal, or district
superintendent, or board of education has knowledge of or
intereat in the marginal productivity of resource inputs.
Even 1if these were known, it could not be aasumed that it
vould be posaible to secure least-coat comabinations, given
the institutional rigidities of mandates and conventional
practice. Neither is there a reasonable audbstitute for the
objective function of profit maximization. Thus, the
optimization rationale that underlies production functions
in the private sector is inapplicable for eleamentary anc

secondary educstion.

PPBS begina with the school officials “clearly defining its
aisaion, goala and objectives,” while ZBE calla for "deciasion packages”
which clearly state the objectives of each of the “deciaion unita™ of
the organization. Kirst notes that in the case of PPBS in California,
the requirement to specify objectives automatically Dbrought
controversey. (Kirst, p. 537) Thus, while in theory the output focus of
such models as ZBB and PPBS is laudatory and seems particularly lacking
and needed 4{n auch "fuzzy" public service sectors as education, the
conflicting gosia snd unclear technclogy that charac.erize education

neceassarily imply that the apecific statement ot gosla and objectives
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will be highly supjective 1n nature, value-laden and thus,
controversaial. Because such diverse goals as preparation for the labor
force, training for citizenship, equal opportunity and the advancement
of the individual to the farthest extent of his or her capabilities are
asaociated with education snd because the operationalization of these
goals often reault in conflicting practices, it is impoasible to
definitively state the goala of education in operational terms, or to
find sny universal agreement as to how they should be ranked. And, even
if such agreement were to be produced for education, given the imprecise
nature of the educational production function, it is iapossible to state
with any certainty what inputs would produce these desired outcomes.
Thus, any budgeting or planning methodology calling for a tight,
rational fit between inputs and outputs in education aimply does not fit

the imprecision that characterizes this sector.

Many of the negative characteristics associsted with the interface
of these two rational models with education car be explained by this
basic design flaw. Because disagreementa about what the specific goals
of education ahould be or the relstive priority that these goals ghould
recatve are rooted in the very fiber of our aulti-cultural society,
atteapts to resolve these issues will inevitably require interaminable
inveatments in personnel time and reaources. The technological jargon
and the infusion of techniciens accoapanying such sodels as PPBS can
only obfuacate this basic discordance. It i{e little wonder that no one

really knows how to do PPBS in education.

The RCN =methcdology circumvents the dead end of atteapting to
rationally link inputs to specific goals and objectivea by acknowledging
the d4inevitable aubjectivity of these decisions and by centering the
debate around the specificetion of the types of educational prograss
that should be offered and the types and levels of resources that should
be asasigned to each, given the overall resource limits under which the

district muat operate. This exercise forcea participants to implicitly
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consider the outputs that they Lelieve will be associated with
alternative resource specifications, e.y. the equity and efficiency
inherent in providing an aide for program X and not for progrea VY.
Thus, it forces the implicit linkage of tnputa to the y3neral notion of

outputs without becoming inextricably mired in the delineation of

exactly what these outputs are or should be.

Parhaps the most iaportant strength of the RCM methodology, which
will serve as tha bpaais of the LPBM design, is thset it is not a
transplant froa the private aector or some other public sector agency,
but has been designed specifically for use with education. Thus, it
need not be force-fit into the educational asector. Lastly, aslthough it
implicitly 1links i{nputs to outputs, i{t does not require the explicit

apecification of educational goals and objectivea.

A second distinction of importance between the RCN sethodology and
PPBS and 2ZBB is that the RCN is much more of a framevork designed to
infora allocation decisions than the more rigid technulogies that these
sther two aodels represent. This rigidity is especially evident in PPBS
with its insistence that oudgeting be linked with planning, its
considerable training component and cadre ot technical analyats. There
ére few qualms concerning the general upheaval to existing syateas that
results fros the introduction of thia approach. Clearly, the throwing
out of the old is a fundamental element of this rethodology. ZBB s
less rigid and is espoused by one of the chief pioneers to be a proceas
which aust be adapted to the specific needs of each organization. It is
less diaruptive to the infraatructure of organizations and is generally
nore easily implemented. The underlying rationale, that every
organizational function must justify its funding, or mission, every year
from the ground up, however, is a value that the model imposes on
orgsnizations and one that =ay be threateniny to some key

organizational actors.
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The RCN treats the allocation of resources as much more of an opcn
question. It i1a primarily designed %o infora allocation decisions
rather than to orient thea in one direction or another. As s8auch, 1t
need not threaten, but =may aimply inform existing sayateass. As a
technical tool, it may 8iaply bring much more inforaation to bear to ths
organizetional deciaion making processes already in place. As a wmuch
aore malleable model that may be uaseful to budgeteras and planners using
a wide variety of budgeting and planning approaches, it is auch nmore
likely to 1lead to mutual adaptation, & condition that Bersan and
NcLaughlin describe as easential to lasting change in education. As
opposed to the introduction of a fixed technology, nutual adaptation is
a condition in which the refora technology and the existing aystes

undergo some transforsation to bring laating change.

Third, beyond the need for mutual adaptastion, the general design of
the RCM approach to educational resource allocation has profitted
considerably froa the impleaentation effort in Illinois and draws on the
implementation literature generally. One clear aessage from this
literature ia that in the educational sector, where the technology is
not well understood, it can not be expected that the prima facie meritas
of an innovation will serve as its own brief. In education, for
example, adoption does not inaure change and may not even be the major
step in the change process. Thus, a considerable implementation effort
has been incorporated as part of the general RCN aethodology.

A fourth way in which the RCN methodology differs from the other
rational perspectives that have been introduced is that it incliudes &
specific computer tool for simulating a variety of reacurce allocation
aituations. Rather than promising a wide range of benefita <£from
adoption, such asa & better linkage between budgeting and planning or the
reduction of budgets, this tool allows the simulation of a wide veriety
of inveatment alternstives so that the coat implicastiona of each may be

conaidered in the expanasion, reduction or simply more efficient use of
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available resources. This program sdds a power to decisicn processes
that was iaposaible prior to the computer age. This capability bringa a
wide range of information to hear on the subjective decisiona that must

be made by educational policy makers.

In summary, the advantages of the LPBM for education over prior
rational modeling techniques are in 1its design ¢to specitically
accomodate the vagaries of the educational production procesa and in its
design as a decision making framework rather than whether it embodies
the more rigid characteristics of a technology. Furthermore, it has an
isplementation orientation and its computerized feedback loop adds
conaiderable power t. the sub)ective decision context that is inevitable

to aducational settinga.

In responae to some of the other problems associated with attespts
to introduce PPBS and Z2BB into educational settinys, because the RCN
circumvents requirements to specify educational outcomes, the required
inveatment in peraonnel time and energy will be substantially
diainished. As it does not require a cadre of analyats and does not
require broad-based extensive training efforta, the expense of the
system can also be expected to be considerably leas than that of PPBS.
Conaidering the expense to the research teaa only, for exasple, the
rodel waa implemented for the entire state of Illinoia at a cost that
basrely exceeds the predicted annual cost of PPBS in a achool district of
25,000 students. In addition, the relative simplicity of the RCM amodel
is indicated by comparing the 58 goals aspecified for just the primary
math program up to the second grade in one achogl district in California
under PPBS, to the tota! of 160 educational configurations established
across all education prograa categories for the entire state of Illinois
under the RCM methodology. Finally, the tension observed under PPBS
between planners and budgeters when these two functions  were
inextricably bound together should be conaiderably diminished under an

RCN-type approach. As opposed to the “shot-gun wedding” mandate of PPBS
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which forces the marriage of these two functions, the RCN saimpiy
provides a methodology that allows the two functions to work in greater
harmony through the provision of an inforaation tool that will prove

uaeful in both of these areas.

2. Strengths of Past Reforms That Will Alao Be Aassociated with the
Local Planning Model

Parhaps the greateat atrength attributed to PPBS ia its emphaais on
alternatives. This is alao & strong characteristic of the RCM concept.
Districts will be better sble to conaider the cost implications in
selecting the programs they will fund from the broad range of
alternative programs that they could fund, or may wish to fund. Beyond
this, & broad range of alternative service patterns may be conaidered in
deteraining the resource configurations that should be assigned to the
programs that will be funded, i.e once it is determined that a prograa
will be offered, how should thia progrea be equipped? What alternative
program configurations aight be derived and whet are the cost-benefit
implications of each? (What appears to be the most efficient way to
provide a given educational offering?

As with PPBS and ZBB, the process inescapably leads to the
consideration of outcomes 4in the proceas of allocating resources.
Although the RCH methodology makes no proviasion for liating outcomes in
any form, the requirement to select appropriate resource configurations
for each of the educational programs the district will offer
autoastically ties the consideration of outputs to the process. The
only cri.z2ria on which theae decisions can ultimately be made, apart
from the overall level of resources available to the district, are
subjective beliefs about the impact siternative aasignment patterns will
have for educational outcoses. Thuas, the RCN methodology is also
outcome oriented and is a process which forces a linkage bhetween the
allocation of rescurces and the implicit goala and objectives of the

diatrict.
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A third strength of PPBS that would be an anticipsted outcome of
tha RCM process is the enhancement of participastory manageaent. While
decentrslization, per se, 18 not & mandatory component of the model,
certainly the opportunity for a much nore diffuse decision meking
structure (s embodied 1in the concept. Theoretically, the prograa
specificationa that the model requires could be kept very simplistic and
could all be made in the central office by a few top admistrastors. This
vould not necesasrily diminish the usefulness of the nmodel as a
budgeting or planning tool for the district. For the district inclined
to move toward a broadened base of decision making, however, the
opportunity to include a broad representation froa the district, or even
perhaps from the community, is clearly present. To the extent that
teachers and prograa specialists are involved in this process a greater
congruence aay be formed between thoce responsidle for developing the
budget and thoase responsible for the delivery of servicea. The degree
of decentralization that a Jistrict would actually eaploy in conjunction
with the RCH model would probably be beat determined on the basis of the
diastrict‘s goals and objectives in this regard as well as its history
ard tradition.

Fourth, as described above, the RCN concept cons’ructs a bridge
between the budgeting and planning functions of the district. Although
these two functions are not forced into congruence, the resource
implications of planning projections based on auch factors as
desographic projections cuan be forecast through the use of the
simulation model and incorporated into current budgeta 1f deemed
appropriate and necessary. Similarly, the implications for the future
of current allocation decisions may also be forthcoming through the use

of this model.
Last, & strength associated with 2ZBS is that it forces the

conaideration of alternative funaing levels. When resource projections
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prove to be inaccurate, alternative funding levels as well as their
iaplications for prograsa can quickly be evaluated aa they have already
been laid out sa part of the ZBB budget formaticn proceas. Similarly,
the RCM methodology allows the rapid consideration of how revenue
windfalla or reductions =may inpact or should impact on educational
programs through its decision aaking procedural framework and the
capacity of the simulation prograa.

c. Potential Areas of Vulnersbility for the LPBN in Light of the PPBRS
and ZBB Experiences

Nany of the ayaptomatic problems and the eventual failure of PPBS
and ZBB in education are likely to have resulted froa their
insppropriateness for the educstional setting and from their rigidity.
Although it has been shown that the LPBN attempts to account for these
ahortcomings in i{ts basic design, some areas of potential difficulty can
atill be identified i{n the implementation of the LPBN.

The first ingredient essential to the adoption of & change strategy
in educstion is the presense of a strong basic conceptual approach to
the perceived problen. It 1s Delieved that the RCN provides the
conceptual basis for inforaing and enhancing school district budgeting
and planning procesaes. The next crucial step is an appropriate
implementation strategy. Irrespective of the conceptual weaknesses
attridbuted to previous rationsl models in education, their doom was
probably sealed by their shortcomings in inplementation. As noted
above, such factors as lack of support from top adminiatrators,
inadequate resources, unpreparsd staff and unres. atic time lines wera
instrusental to their failure and probably asre the kinds of problens
that pose the greatest threat to the success of the proposed Local
Planning Nodel. Thus, our attention will be focused on the potential
implementastion hurdlea and on how they may be overcome. Although the
full RCM deaign embodies a considerable itapleusntation Cosponent, a

strategy appropriate to the local level should be conasidered.
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First, and perhaps foremost, is the mutual adaptation that has been
found to accompany auccessful chenge effortsa in education. As haa been
described, the RCM concept is .ore of a f{ramework for i~foraing
budgeting processes than 8 rigid process in and of itself. We have alao
described some of the ways that this proceas has profitted from the
state-level Illinoias implementation effort. The Illinois experience may
also harbor some potential dangers, however,in forging a strategy
sppropriate to the locsl level. There may be a danger, for example, in
assuming that the lessons learned at the state level will automatically

apply to a local aetting.

To the extent that the project enters the local level of deciaion
making with & set of preconceived notions as to how the process
component of this methodology should be structured, constraints =may
unwittingly be imposed on the natural evolutioen of a proceas that \is
sore charactersic of mutual adaptation and which will be more asuitable
to the history, tradition, wanta and needa of local level planners and
budgeters. An example of this problem may be represented by the vast
committee structure that was eamployed in Illinois very successfully to
specify and negotiate the final program descriptions that energed <froa
that effort. It is natural to imagine that analogous committees will be
essential to the successful isplementation of this concept at the local
level. As the politics, goals snd objectives and overall environment at
the local level may vary substantiaslly from district to district and can
clearly be expacted to be different from that found at the state lavel,
however, a very different process for the specification of the date
required Dby the model may evolve. In implementing thia process at the
local level, a fine line will have to be drawn between arriving with
fixed notionas and arriving without any ideas at all. That is, while it
is important that the implementors appear to know wvhat they are doing,
it is equally important that they not be locked into a single conception

vf how things must be done.
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A asecoud important implementation caveat ia the requirement for
time and resourcea beyond that normally predicted. This observeation
leads to another strong cbservation from the implementation literature.
Thinga sust be kept as sinple as poasible. Together these
characteristics suggest that simplicity is not only an 4imperative
component to succeas generally, but is also important in keeping the
rasource and personnel requirements from becoming exceasive to the point
of failure. Thus, a complicated methodology is not only 1likely to
decrease the probability of succeas, in and of itself, but will also
increase tha noraal strain that can be expected in attempting to

aggregate resources sufficient for successful iamplementation.

The =message for the implementation of the LPBM may be that the
introduction of many of the capabilities of the computer model and the
methodology should be reserved to some later date when the aodel ia more
coafortably eatab)ished as being of use to the district. Once again, a
balance will be important. Without overwhelming participants with all
of the thingas that the model can do, 4t is important that aenough
cosplexity be introduced to ensure that the model will be useful. This
may be baest accoaplished by attemptir 7 iaplement only what {a

considerad to be the moat easential coap 8 of the model and to sllow
its more complex manifeatations to be in? ced only aa the need f£or
them naturally occura. In thia wsy model will not appear

overwhelming, but will also sppear sophisL ated enough to do what is

deened important at the local level.

A third precaution 1s that the model muat not Dbe thrust upon
potential participants, Its potential usefulness must be demonstrated
at the onset and there aust be a demand for this kiud of technology from
within the district. This ia important for at least two ressona. Tha
first ia thet without &4 1relatively high level of admainistrative

comaitment, when the crunch comea and more time and resources are
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required than the local participants anticipated, they will be
forthcoming. A withdrawal of support or only token support at the tiame
of the inevitable pinch will aseal the doom of the project. Second, high
echelon support mnmuat be forthcoaming to add legitimacy to the Pproceaa.
A nmessage aust be forthcoming to the lower leval participants that the
time and effort that they are expending are cf potential consequence and
nay eventually have an i{mpact on the way the district allocates

reasources.

Fourth, to even the most far-sighted of superintendents, the LPBA
will be greeted with some skepticism. None will dismiss the poassibility
that it 1is 3just aeanother black bPole into which resources and 1high
expectationa are sucked up, never to be aeen again. Any investaent of
local reaourcea will be seen as & gamble. Thus, the resource deaands
must be kept as reasonable aa posaible. Do not plan for, aak for, or
expect a high level of district support at the onset. Firat, strive to
eatablish the uaesfulness of the model. If it does, indeed, prove to
reet district needs, & higher level of commitaent will follow.

Fifth, Deyond akepticism, the general organizational state of
inertis will have to be overcose. This wiil prodbably not be broken by
presenting tha nmodel as an elixir for all of the district’a ills or
even & bhetter model than what is already in place. A challenge to the
existing asystem may only reinforce the raaparts of resistence to chanye.
Rather, the model nmay beat be prosoted as a device for enhancing the
present aystes. If it can be shown tO be & tool enabling the district
to continue what 1is alresdy being done in a Detter, nmore efficient
manner, rather than an alternative to the present aystem, it would be
expected that the model would be greeted more warmly Dy more elesents of
the organization and would have a greater chance for success. This
approach will require additional homework on the part of the
iaplenmentor, who nmust gain a satrong grasp of current district

procedures. This will require active involvement in the diatrict at the
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onset of the iaplementation effort.

Last, if the purpose of the implenmentation effor¢ is to he mutual
adaptation, where che proceas accoapanying the model evolves to meet
local need, then a “fixer”™ muat be asssigned to the effort. Thia |ias
Bardach’s (Bardach, 1977) tera for some person or persons who will guide
the dynamics of the proceasa. Efforts to implewent a refora are generally
viewed as potentially beneficisl for the organization. It will be an
opportunity to express & wide assortment of pent-up demands. However,
as such, numerocus attempts to scuttle or reorient the thruat of the
isplementation effort can be expected. If the LPBX is to Dbe
succeasfully implemented in a school district, someone must assume the
responsibility for guiding and adainiatering the process ao that the
Course can be naintained when poesible, asltered when necessary, and

eventually lead to some desirable conclusion.

IV. Conclusion

For the most part PPBS and ZBB heve failed as potential budget
reforaa for education. Their requirement to aspecifically delineete
outcomes a8y have made this failure inevitable. As the LPBN is basaed on
a nethodology deasigned specifically for education, it appears s auch
more likely candidate for auccesa. The large nuaber of implementstion
failures asociated with the 2ZBB and PPBS experience, however, appear to
be at least equally responsible for their downfall. In fact, their
isplementation problems appear to have been sufficient to insure their
dismissal regardleas of th™e soundnesa of their conceptual underpinnings.
It i3 in this area that _he LPBYE asy have the most to learn from the

tailurea of the past.
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